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AMERICAN INSTITUTE OF ACCOUNTANTS 


Annual Meeting 


Plans for the annual meeting of the Ameri- 
can Institute of Accountants at the Muehlebach 
hotel, Kansas City, Missouri, October 17-20, 
1932, are practically complete. 

Following is a recapitulation of the pro- 
gramme according to the latest arrangements: 


BUSINESS 
Monday, October 17th: 
10:00 a.m. Meeting of council. 
8:00 p.m. Meeting of accountancy examiners. 
(Open to all persons interested.) 
Address: “The problem of the failing 
candidates,” by Edward Fraser, Kan- 
sas City, treasurer, Missouri state board 
of accountancy. 
Discussion. 


Tuesday, October 18th: 
9:30 a.m. General session. 

Invocation: Rev. Harry C. Rogers. 

Address of welcome. 

Annual reports. 

11:00 a.m. Address: “Influence of the depression on 
the practice of accountancy,” by 
George O. May, New York. 
Discussion. 
8:00 p.m. General session. 

Address: ‘Profitable employment of idle 
time in accountants’ offices,” by Nor- 
man Loyall McLaren, San Francisco. 

Discussion. 


Wednesday, October 19th: 
9:30 a.m. General session. 
Election of officers. 

11:00 a.m. Address: “Compulsory audit of corpora- 
tions, election of auditors by stock- 
holders and statutory certificates,” by 
Frederick B. Andrews, Chicago. 

Discussion. 
Thursday, October 20th: 
9:30 a.m. Meeting of council. 
ENTERTAINMENT 

Monday, October 17th: 

1:00 p.m. Luncheon for golfers at Milburn coun- 
try club. 

Luncheon at Kansas City club for recep- 
tion committee and visiting ladies. 

Auto trip to country club district and to 
Milburn country club, Unity farm and 
Chapman farm. 


2:00 p.m. Annual golf tournament. 
Competition between teams representing 
Institute chapters and state societies for 
the Missouri golf trophy. 
Tuesday, October 18th: 
12:30 p.m. Luncheon and card party at Mission Hills 
country club. 
2:00 p.m. Golf and luncheon for ladies at Mission 
Hills country club. 
6:30 p.m. Dinner dance at Kansas City club. 
8:00 p.m. Theatre party for the ladies. 
Wednesday, October 19th: 
1:00 p.m. Luncheon at Elms hotel, Excelsior 
Springs. Auto trip via St. Joseph. 
2:00 p.m. Motor trip to Excelsior Springs, Fort 
Leavenworth, etc. 
Golf at Kansas City country club. 
7:00 p.m. Annual banquet. 
Toastmaster, George Armistead, Houston. 
Address by Rev. James P. DeWolfe, 
Kansas City. 
REDUCED RAILROAD FARES 

Reduced fare on the certificate plan (full 
fare going and half fare returning) has been 
authorized for this meeting, provided 100 
certificates are presented at the meeting for 
validation. Tickets will be sold and certificates 
issued from October 13th to and including 
October 19th, and will be honored for return 
passage to and including October 24th. 
Certificates will be validated October 17th to 
20th inclusive. 

Representatives of the Missouri Pacific and 
New York Central railroads will codperate 
with members throughout the country in mak- 
ing transportation arrangements, regardless of 
the road over which a member may wish to 
travel. Full details about the certificate plan 
for reduced fares may be obtained from the 
railroad representatives. 

Reduced fares will not be granted under this 
plan unless a sufficient number of persons takes 
advantage of the arrangements. Everyone is 
urged to obtain the certificate when purchasing 
his ticket. 


Examinations 
The fall examinations of the American In- 
stitute of Accountants will be held November 
17th and 18th. Application for these examina- 
tions should reach the Institute’s offices not 
later than October 1st. 
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Nominations 


The report of the committee on nominations 
of the American Institute of Accountants has 
been sent to members, with the official call for 
the annual meeting to be held October 18 and 
19, 1932, at Kansas City, Missouri. 

The report recommends the election of the 
following members to the respective offices: 


PRESIDENT: 
John F. Forbes, California 


VICE-PRESIDENTS: 
Frederick B. Andrews, Illinois 
Walter Mucklow, Florida 


TREASURER: 
Allan Davies, New York 


MEMBERS OF COUNCIL FOR FIVE YEARS: 
William B. Campbell, New York 
Stanley G. H. Fitch, Massachusetts 
E. G. H. Kessler, Missouri 
John K. Mathieson, Pennsylvania 
James P. McGregor, Illinois 
W. I. Nicholson, Jr., Oklahoma 
Winfield Quin Sharp, Mississippi 

MEMBER OF COUNCIL FOR THREE YEARS 

(to fill vacancy) : 
Fred W. Morton, Michigan 
MEMBER OF COUNCIL FOR TWO YEARS 
(to fill vacancy): 
Charles Carroll Croggon, Maryland 

AUDITORS: 

Frances P. Byerly, Pennsylvania 
Charles H. Towns, New York 


The members of the committee on nomina- 
tions, who were unanimous in their recommen- 
dations, are James Hall, New York; Alexan- 
der R. Grant, Illinois; Overton S. Meldrum, 
Kentucky ; Philip S. Suffern, New York; Frank 
C. Taylor, Texas; C. R. Whitworth, Illinois, 
and Ernest E. Wooden, Maryland. 


Charles A. Hardman 


Charles A. Hardman, a member of the Amer- 
ican Institute of Accountants, died at his home 
in Dayton, Ohio, on August 18th. He was 73 
years of age. For the past three years Mr. 
Hardman had practised public accounting on 
his own account. Prior to that time he was a 


oanigd of the firm of Wall, Hardman & 
e. Mr. Hardman was admitted to the In- 
stitute in October, 1925. 


President’s Address at St. John 


An address entitled “Present accountancy 
progress” was delivered by Charles B. Couch- 
man, president of the American Institute of 
Accountants, at the annual meeting of the 
Dominion Association of Chartered Accoun- 
tants at St. John, New Brunswick, August 25th. 

Mr. Couchman indicated several means by 
which there seems to be great opportunity for 
advancement of accountancy: enlarging the 
scope of authorization given the accountant, 
clarifying the publics conception of accoun- 
tancy, broadening the field of accountancy use- 
fulness, and improving the ethical standards of 
the profession. 

Expressing his belief that there is a definite 
trend toward more informative financial state- 
ments, he said, in part: 


“It is no longer satisfactory to display one item of 
receivables if this item includes in addition to trade 
accounts, indebtedness from officers and employees, 
accruals and various other items which in earlier days 
were frequently merged in the single heading. Neither 
is it considered satisfactory today to include in one 
heading intangible values along with fixed assets. 
The old designation, ‘real estate, plant, equipment, 
patents and goodwill’ does not today satisfy the 
scrupulous inquirer who depends for his information 
upon the published balance-sheet. 


“It is evident that such segregations could be car- 
ried to an almost unlimited and absurd degree. Com- 
mon sense and good judgment must govern the ex- 
tent to which balance-sheet items are detailed. The 
tendency however is quite definitely toward separating 
items of considerable amount and of pertinent char- 
acteristics, so that there will not be merged in one 
amount two or more classifications differing material- 
ly in their effect upon the financial condition of the 
organization. The same rule applies to the operating 
statements. There is a constantly increasing demand 
that items of a distinctive nature, a knowledge of 
which is essential in determining proper judgment of 
the organization, shall be distinctly shown and so 
described as to allow a clear interpretation of the 
content of each item. This trend has resulted in a 
marked increase in the clarity of the descriptions 
given in such statements, such description often being 
accompanied by footnotes allowing more elaborate ex- 
planations. There is room however for much further 
improvement in these things.” 


— 
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The speaker mentioned three distinct bases 
on which the accountant determines the values 
indicated for different classes of assets, i.e. (a) 
historical records of transactions, (b) adjust- 
ments through well established conventions, 
and (c) adjustments under specific authoriza- 
tion by owners or their delegates. He pointed 
out, however, that such bases do not provide 
for fluctuations in relative worth, which have 
been so predominant in recent years, and have 
exercised a marked effect upon the proprietor- 
ship equity. He continued: 


“It has not been feasible to give effect to these 
changes in the formal balance-sheet displays. The 
result has been somewhat confusing in the mind of 
the layman who does not comprehend all the under- 
lying features. No practical solution of this problem 
has been devised, but it appears that these misunder- 
standings would be eliminated to some extent if the 
layman could be given to understand that the balance- 
sheet is not intended to measure the current worth 
of an organization but instead is more particularly a 
statement, showing upon the one hand the various 
obligations of the organization because of values re- 
ceived and on the other hand the results of the dis- 
positions that have been made of these values by the 
organization. Such a statement partakes more of the 
nature of a trial balance than of a statement of pres- 
ent-day worth. Perhaps some further progress would 
be made if our balance-sheets could be made to dis- 
play more definitely the basis used for the determina- 
tion of the amounts shown under each classification 
of the assets. 

“It must not be overlooked that after all the pri- 
mary purpose of an accountant is, as the name im- 
plies, to render an ‘accounting’ for funds. If it is a 
corporation that is being reported on then the ac- 
countant’s primary responsibility is to show what has 
been done with the funds placed under the control of 
the management by stockholders and by creditors to- 
gether with the funds produced by income that have 
accrued to the corporation because of these principal 
sums 


“If a portion of the funds has been invested in 
securities then the accountant should display the 
amount so used. In other words, the cost of the in- 
vestments should be given. The next problem arises 
as to what the accountant should display if the se- 
curities represented by the investment no longer have 
a liquidating or realizable value as great as the cost. 
It seems that this may be met by showing the market 
Price as an indented item of information or as a 
footnote. It should be kept in mind however, that a 


market price is usually the result of transactions by 
parties other than the one whose accounts are being 
displayed. The extent of the effect of such transac- 
tions by outside parties is subject to various interpre- 
tations. If corporation A pays $100 for a share of 
corporation X stock, to what extent is corporation A’s 
financial condition changed because B or C chooses to 
sell a share of X stock for $90 or $80? Such a drop 
in market price may be only temporary or may have 
been forced because of the financial stringency of the 
seller. 


“It does not seem logical to require that the ac- 
countant should change his opinion of the financial 
condition of corporation A every time other parties 
from B down to Z may deal at varying prices in items 
similar to those held by corporation A. It is gener- 
ally recognized that, if a marked change in the price 
of securities becomes general in the open market, 
some indication of that change in price should be 
given by footnote or parenthesis in the financial dis- 
play of corporation A’s condition. However, it is 
not necessarily true that corporation A has suffered a 
loss merely because of a drop in the market price of 
securities which it owns. The income from such 
securities may not have been affected and A may not 
need or desire to sell them nor to use them as col- 
lateral. In such a case corporation A can be little 
concerned with such transactions by other parties. 


“I have always been doubtful of the logic of a pro- 
cedure whereby the amounts displayed in a balance- 
sheet for particular classes of assets are adjusted be- 
cause of transactions to which the organization indi- 
cated has been no party. This, to me illogical, pro- 
cedure is followed whenever the amount determined 
by actual cost to the organization is modified by 
market prices which prices have been those accepted 
or determined by outside parties having nothing to 
do with the organization whose balance-sheet is be- 
ing displayed. 


“This is but one of the many problems faced by the 
accountant in determining the proper amount to dis- 
play for balance-sheet items. Any departure from 
the fundamental basis of ‘historical records of the 
transactions of the organization whose accounts are 
displayed’ must be preceded by careful study of pos- 
sible consequences. Advance along these lines there- 
fore must be attended by due caution.” 

Another 


tendency im accountancy Mr. 


Couchman mentioned, is the gradual decline 
of the balance-sheet from the position of 
supremacy among financial statements and the 
corresponding advance of the statement of 
operations. He said that most people inter- 
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ested in business organizations are today more 
vitally concerned with the profitableness of their 
investments than with the financial condition 
of the company whose securities they hold. 

In speaking of the limitations imposed upon 
the accountant by the nature of accountancy it- 
self the speaker said: 


“During a period in which fattened equities have 
become more and more anaemic, until many have 
dwindled past the vanishing point, it is to be expect- 
ed that there be much criticism by equity owners of 
the various parties connected with business and it is 
inevitable that there be criticism voiced for the ac- 
countants who have given their approval to financial 
statements displaying these inflated equities. Those 
who understand the limitations upon accountancy ap- 
preciate that such criticisms are seldom justified. The 
overcoming of ignorance regarding such limitations 
is a major problem before the profession. 


“So long as financial statements are expressed in 
terms of a monetary unit and the measurement is 
based upon conditions current at the date, and so long 
as there may be sharp fluctuations in the relation of 
the various assets of business to the monetary unit, 
there must inevitably result correspondingly violent 
fluctuations in expressed equity. This is not the fault 
of the accountant but rather the fault of the economic 
system. Until stabilization of the ratio of monetary 
unit to commodities and to fixed assets is more nearly 
attained there can be no stabilization of expressed 
equities in business organizations. 

“If the physical materials with which an engineer 
must deal were subject to violent and unexpected 
fluctuations of a similar ratio, we could not expect 
any permanancy for the bridges, buildings or other 
products constructed from such materials. A shrink- 
age of one per cent. in steel or concrete would work 
havoc with the best constructed building. Yet in the 
United States we have seen in the past three years a 
shrinkage in the measured value of various assets 
ranging from a few per cent. up to seventy and eighty 
per cent. Is it any wonder that even the best con- 
structed businesses have been warped to some extent, 
save those few where various fluctuations counter- 
balanced each other or where the safe-guard of re- 
serves allowed a margin of safety beyond the needs 
ordinarily expected ? 

“In the readjustment that must take place there is 
opportunity for the thinking and well-read accountant 
to aid in building a more durable business structure 
and in recommending better safe-guards for preventing 
collapse if we should face a repetition of the experi- 
ences of the past few years.” 


Limitation of the scope of the work which 
the client authorizes the accountant to perform 
should be extended by educating the public to 
the advantages of broadening that scope, accord- 
ing to Mr. Couchman. Managing officers of 
many corporations, he said, have voluntarily in- 
creased the scope of the accountant’s investiga- 
tion in recent years. Mr. Couchman mentioned 
the efforts of the American Institute of Ac- 
countants in codperation with such organizations 
as the Robert Morris Associates, the New York 
stock exchange and the Investment Bankers 
Association to facilitate a general understand- 
ing of the desirability of conferring broader 
powers upon independent auditors. 


It was the speaker's opinion that there has 
been noticeable progress in clarifying the pub- 
lic’s conception of accountancy. Many errone- 
ous beliefs about the profession have been 
eliminated in recent years, and — and 
magazine articles in increasing n ts have 
brought to the average man a more accurate 
knowledge of the nature of the services which 
accountants are prepared to render. 

In speaking of the opportunities of the pro- 
fession for further development Mr. Couch- 
man said: 


“Aside from the generally recognized work of the 
accountant as a reviewer of past transactions and of 
resultant conditions, his training and practice have 
peculiarly fitted him for a much wider scope of use- 
fulness in commercial affairs. Since the events of the 
last few years which have been so disconcerting to the 
business man, the investor and the government, it is 
these qualities of the accountant which have become 
more generally appreciated in the United States. 


“Many individuals in more or less prominent posi- 
tions in financial affairs have belatedly recalled various 
warnings and items of advice given by the accountant, 
with a resultant change in the attitude of such in- 
dividuals regarding the value of the accountant’s 


_ knowledge. Today he is being sought as a counselor 


by many who formerly considered such counsel un- 
necessary. In many cases he is becoming a diagnos- 
tician and prescriber as compared with his post-mor- 
tem activities of the past. A large field is opening for 
the accountant to aid in the realm of reorganization, 
financial rehabilitation, the establishment of budgetary 
control and in the problems of management and pol- 
icy. Through these activities it is to be expected 
that the accounting profession will advance to a higher 
position in the business world than it occupied in 
past years. 
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The importance of high ethical standards 
was emphasized in the concluding paragraphs 
of the address. Mr. Couchman said: 

“I believe that our profession is making a marked 
advance in this controlling phase of its practice. No 
profession can say that its ethics as a whole has reach- 
ed a point of perfection. I have confidence however 
in the manner in which our profession, even in its 
brief existence, has developed and practised a code of 
ethics, as high as that attained by our fellow profes- 
sions. Few activities present more opportunity for 
unethical practices, and yet from the highest to the 
lowliest of public practitioners the numbers who have 
been guilty of sacrificing professional standards for 
private gain have been exceedingly few. 

“Codes of ethics have been adopted voluntarily by 
the great majority of organizations and societies of 
practising accountants. Committees carefully in- 
vestigate all claims of violation of this code. The 
great majority of such claims are found to have re- 
sulted from a misconception of the code or are 
founded upon infractions of a minor nature. The 
maintenance of such a formal code and the develop- 
ment of a fine sense of ethics in the minds of prac- 
titioners must inevitably have its effect in the estab- 
lishment of the profession upon a plane from which 
it cannot be shaken.” 


Employment 


Twenty-four members and associates of the 
American Institute of Accountants are now 
available through the employment exchange 
maintained at the Institute’s offices. Many of 
the registrants live in or near the . of New 
York, but there are also applicants from Cali- 
fornia, New England and the middle west. 
Many of these men have held responsible po- 
sitions in private corporations, and all have had 
long public accounting experience. 

Many other applicants have registered with 
the exchange, particularly a number of recent 
college graduates who have had some experi- 
ence in public accounting or in accounting work 
in private concerns. 

There are available through the exchange 
men competent to fill positions as staff account- 
ants of every grade. 

Members are requested to notify the Insti- 
tute’s offices whenever they learn of a position 
which might be filled by a man with accounting 
training. 

Lack of space prevents publication of quali- 
fications of individual applicants in this issue 
of the Bulletin. 


Research in Accountancy 


A movement to undertake formal, methodi- 
cal research in accountancy, embracing tech- 
nical, professional and educational problems, 
has been launched by creation of the Council 
on Accounting Research, a group of university 
professors and practitioners formed through 
the efforts of members of the American Asso- 
ciation of University Instructors in Account- 
ing. It is the hope of the organizers that the 
group may “develop, sponsor, and direct a con- 
tinuing programme of study looking toward the 
establishment of fundamental accounting prin- 
ciples and standards of accounting instruction 
and practice.” 


A list of concrete suggestions of subjects to 
engage the attention of the council is now be- 
ing prepared. The council is said to have no 
purpose other than to encourage and promote 
sound research work in the accounting field. 
It will act independently of any organization 
or group, but may request assistance of accoun- 
tants’ societies, schools teaching accounting, 
bureaus of business research and other or- 
ganizations. 


In a statement of purpose released for pub- 
lication the following explanation of the pro- 
gramme is set forth: 

“It seems rather generally agreed today that pro- 
fessions, like sciences, can make no satisfactory 
progress except through the aid of research. Re- 
search involves an earnest, sincere, and dispassionate 
effort to disclose basic truths, to codrdinate, analyze, 
and interpret them, and to develop from them prin- 
ciples and standards which shall guide future en- 
deavors in the field. An energetic and sustained 
effort along such lines seems as indispensable to 
growth and development in accountancy, in medi- 
cine, and in law, as in physics or biology. 

“To be sound and effective, a research programme 
in accountancy needs support and guidance on the 
one hand from teachers and writers, who are most 
directly concerned with principles and fundamentals, 
and on the other hand from professional practitioners, 
who are in daily touch with the application of ac- 
counting theories and the requirements of actual busi- 
ness situations. It needs, further, actual research 


work—vigorous, intelligent study of important prob- 
lems by individuals with sound training, broad ex- 
perience, and a capacity for independent thinking. 


“Many accountants feel that in the past these 
various elements necessary to productive research 
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work have not been brought together in the most 
effective combination. Many teachers and writers 
have been somewhat divorced from the realities of 
accounting practice; many practitioners have lacked 
the opportunity for extended concentration on ques- 
tions of theory and principle. Committees made up 
of the most capable men in the field have found it 
difficult to get a specific task accomplished when it 
has involved a large amount of painstaking detail, 
codrdination of independent efforts, and similar prob- 
lems.” 


The present personnel of the council is as 
follows: John B. Canning, Charles B. Couch- 
man, F. H. Elwell, Harry A. Finney, Howard 
C. Greer, Henry R. Hatfield, Roy B. Kester, 
Eric L. Kohler, John T. Madden, George H. 
Newlove, Homer S. Pace, William A. Paton, 
George W. Rossetter, Thomas H. Sanders, 
Hiram T. Scovill, D. W. Springer, Walter A. 
Staub, Russell A. Stevenson, and John R. 
Wildman. 


Members of the faculty of New York Uni- 
versity have attacked the problem of a proper 
curriculum for students who wish to practise 
public accounting by endeavoring to learn from 
pfactitioners exactly what staff assistants are re- 
quired to do. An exhaustive questionnaire has 
been devised, listing 466 specific tasks which 
employees of public accounting firms might 
be required to perform. Representative firms 
have been requested to indicate by answering 
these questionnaires what functions are per- 
formed by their staff assistants of various 
grades. 

The sponsors of the plan hope that analysis 
of the information received in this way will 
permit them to design courses which will pre- 
ae students for actual practice more adequate- 
y than has heretofore been the case. Follow- 
ing is an excerpt from a letter explaining the 
undertaking: 

“In our plan of making a list of accountants’ duties 
and ignoring all previous curricula, we are following 
the most modern scientific method of organizing a 
curriculum. No one else has done this for accoun- 
tancy but it has been done for many other vocations, 
notably for secretaries and teachers by Charters. 
After we have gathered together what in the opinion 
of leading accountants in New York City is a com- 
plete list of duties performed by accountants on the 
job, we will then try to organize a curriculum to 
teach these activities. 


“You will note that it is not the plan of this 
investigation to furnish the basis for a new text in 
accountancy but to furnish the basis of a curriculum 
which would not only include a text in accountancy 
but all other texts such as law, economics, psychology, 
English, etc., that might be necessary to train an ac- 
countant. The investigation should have some weight 
on the type of text that is to be used and on the 
amount of material from any text or texts that should 
be used to teach an accountant the necessary duties.” 


Copies of the questionnaire may be obtained 
without charge from C. L. Littell, 775 New 
Education Buiding, New York University, 
Washington Square East, New York, N. Y. 


Independent Audits of Public Utilities 


An article in the Public Utilities Fortnightly 
for September, 1932, suggests among other 
things that the stockholders of utilities be per- 
mitted to select certified public accountants to 
make independent audit of the companies’ ac- 
counts. The article _ under the title “A 
10-point programme of self-imposed regulation 
(suggested by a public-utility security analyst) .” 
The text is as follows: 

“1. Eliminate management and other fees now 
imposed upon the operating companies on a 
percentage basis and substitute reimbursement 
for actual expenditures, plus reasonable profit. 

“2. Discontinue the inequitable (if not illegal) 
recent practice of transferring sums from 
‘capital stock’ to ‘surplus’ account, in order 
to make possible the continued payment of 
preferred dividends. Besides being unsound 
accounting practice, this encroaches on the 
margin of safety on which bondholders rea- 
sonably relied when investing; as well, it 
could deprive common stockholders of a por- 
tion of the funds which they invested in the 
enterprise. 

“3, Discontinue trying to resist a major economic 
trend by maintaining boom levels of salaries 
and wages, despite the increased purchasing 
power of the dollar and general reductions 
in salary and wage scales everywhere. 

“4, Declare a temporary moratorium in rate regu- 
lation. Forget rate base and fair rate of re- 
turn for the present. Have the operating 
companies substitute sound business judgment 
through revision of rates calculated to pro- 
duce the greatest amount of revenue at the 
lowest possible consumer cost. Encourage the 
maintenance of present and, if possible, foster 


t 
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increased business rather than face the cer- 
tainty of reduced business through insistence 
on 1929 rate schedules at a time when the 
public’s purchasing power is low. 

5. Take advantage of present low security prices 
by scaling down capitalization and reducing 
book costs which are out of line. 

“6. Eliminate all intermediary companies and 
paper organizations which are not absolutely 
essential to the rendering of utility service. 

“7, Stop encroaching on the credit of the operat- 
ing companies through note borrowings, when 
one of the prime reasons for holding-company 
creation was to aid rather than retard the 
financing of operating companies. 

“g. Adjust operating company dividends to con- 
form with present increased purchasing power 
of the dollar, i.e., reduction in cost of liv- 
ing. 

“9. Allow employees to attend exclusively to 
their public utility duties by relieving them 
from obligations in stock-selling campaigns. 

“10. Adopt the English system of allowing the 
stockholders to select the certified public ac- 
countants to make independent audit of the 
company’s books.” 


Corporate Publicity 


Federal supervision of the accounts of all 
widely-owned industries is advocated by Will- 
iam Z. Ripley of Harvard Universty in an 
article in Forum for August, 1932. His article 
deals chiefly with abuses in certain public- 
utility holding companies, but he argues that 
all industries whose securities are widely held 
should be required to publish full information 
about their accounts. National banks, rail- 
roads and large telephone and telegraph com- 
panies are cited as illustrations of enterprises 
subjected to official scrutiny in which abuses 
noticeable in other fields are absent. 

Professor Ripley says that state legislation, 
blue-sky laws and such organizations as the 
New York stock exchange and the Investment 
Bankers’ Association have been unable to cope 
with the situation, and that because public 
utilities in particular “have deliberately elected 
to enlarge the theatre of their financial opera- 
tions nationally, the remedy if applied at all 
must be by the federal government.” 

Naming many specific companies to illus- 
trate his argument Professor Ripley strongly 
criticizes the extraordinary development of the 


holding or finance company and the elaborate 
complexity of the financial set-up both of hold- 
ing and operating companies. He carefully 
points out that his criticisms are not indis- 
criminate nor universally applicable, but are 
directed only to those corporations guilty of the 
practices to which he draws attention. 

In the first place he believes that intercor- 
porate ownership among large groups of op- 
erating companies is frequently unnecessarily 
involved. 

He points out that holding-company bonds 
are frequently secured by nothing but stocks 
and bonds of subsidiary operating companies, 
and, therefore, are often no stronger than the 
stocks which underly them. The necessity of 
meeting interest on the holding company's 
bonds makes it vitally important that the op- 
erating subsidiaries be required to pay divi- 
dends, which in turn may impair the financial 
structure of the operating units, according to 
the writer. 

Confusion of public utilities and private en- 
terprises is another practice which Professor 
Ripley criticizes, citing instances in which 
utility holding —— have invested in 
highly speculative industrial enterprises. 

Undue complexity in financial set-ups is the 
object of a particularly strenuous attack. The 
elaboration of numerous classes of securities of 
interrelated companies requires careful study 
before one may determine exactly what is the 
underlying value of any particular issue. 

Manipulation of the portfolio of the parent 
company is another possible abuse which is 
mentioned. 

An implied criticism of auditors appears in 
an incidental reference in the article to certain 
cases in which the scope of investigation ap- 
peared to be inadequate. 


Harvey S. Chase, Boston, has been appointed 
statistician for the National Economy League, 
49 Federal street, to organize and administer 
a statistical department. 


Reynold E. Blight addressed a meeting of 
the Torrance club at Torrance, California, on 
August 5, 1932. He spoke on the “Bi-cen- 
tennial—George Washington.” “Education 


today” was the title of an address which he 
gave before the Teachers’ Institute at Glendale 
on September 10th. 


| 
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Municipal Audits 

Specifications for audit of a large city in 
Pennsylvania, recently adopted by the city coun- 
cil, contain several features of interest. 

The resolution authorizing audit requires 
bids for its execution, but a section of the 
specifications reserves the right to reject any 
or all proposals or to accept any proposal which 
the council deems to the best interest of the 
city. ‘In obtaining the lowest responsible bid- 
der, the experience and qualifications to do the 
work will be a factor as well as the price.” In 
commenting on these specifications the presi- 
dent of the Pennsylvania Institute of Certified 
Public Accountants has pointed out an opinion 
of the state department of justice to the effect 
that statutes requiring bids can be construed so 
as not to apply to contracts for services which 
depend for their value on specific knowledge or 
personal skill, such as those of accountants, 
architects, attorneys, etc. 

The specifications under consideration re- 
strict ges certified public accountants, but 
expressly ee that bids may be accepted 
from certified public accountants of states other 
than Pennsylvania. A detailed statement of 
qualifications and experience of each bidder 
must accompany his application. 

Following are specifications for the perform- 
ance of the audit: 


a. An investigation of the manner of the collec- 
tion of all city income with verification of the cash 
balances and recommendations as to changes. 


“b. A verification and analysis of all disburse- 
ments by the city from its general funds including 
the water bureau and all trust funds and from its 
bond funds together with an investigation as to 
whether the said disbursements are in agreement with 
the laws governing third-class cities. 

“c. A verification of all bonds and other forms 
of indebtedness including the income and disburse- 
ments in the various sinking funds, water-system 
bonds and their sinking funds. 

“d. A complete study of the financial condition 
of the city with recommendations for further oper- 
ation including the preparation of balance-sheets for 
the end of each year showing especially all unpaid 
accounts. 

“e. A complete survey of all city departments with 
reference to the work done therein and salaries paid 
with comments and recommendations for changes.” 
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It has been pointed out that some of these 
requirements are subject to a variety of inter- 
pretations and that a successful bidder might 
find himself required to do a vast amount of 
work which he had not foreseen when esti- 
mating the cost of the engagement in accord- 
ance with his own interpretation of the re- 
quirements. 


Value of Trading Statements 
to Bankers 


In an article in the bulletin of the Robert 
Morris Associates for August, Everard D. See- 
ly, of the First National Bank of Boston, states 
that credit officers of banks no longer consider 
that the balance-sheet furnishes sufficient in- 
formation upon which to base loans. It is 
essential to have a full detailed profit-and-loss 
statement including supporting or subsidiary 
statements, which are usually included in the 
full audit report which the larger banks re- 
quire in addition to the balance-sheet. 

The manufacturing statement, or trading 
statement, which in some cases is submitted as 
a supporting schedule, contains information 
which is of vital interest to the banker, Mr. 
Seely says. 

If the prospective borrower is a manufac- 
turer the following are matters to which he 
says, particular attention should be given: 
amount of sales returns and allowances; com- 
parison of purchases with sales and inventories; 
comparison of inventory at the beginning and 
end of the period under review; comparison 
of final inventory with net sales; the basis of 
inventory at the beginning and end of the 
period; the ratio of inventory turnover, and 
the ratio of gross profits to sales. 

A careful analysis of the elements of ma- 
terial, labor and burden will yield additional 
information of utmost importance to credit 
grantors, Mr. Secly says. 


Accountants Prophesy Business 
Improvement 


Charles B. Couchman, president of the 
American Institute of Accountants, exp 
the belief that “there is now a rebirth of con- 
fidence discernible in business circles in the 
United States,” in an interview with press 
representatives during his attendance at the an- 
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nual convention of the Dominion Association 
of Chartered Accountants at St. John, N. B. 
“If it were not for the presidential election in 
November, I should certainly say definitely that 
better times are dawning,” said Mr. Couch- 
man. ‘Within the last 60 days there has been 
a decided increase of confidence in the stock 
market.” He inferred that the small volume 
of margin buying was a healthy sign. 


J. Hugh Jackson, dean of the Stanford 
graduate school of business, said that the 
United States is witnessing “the beginning of a 
definite and sustained improvement in busi- 
ness,’ in a statement to the Palo Alto Times, 
August Sth. “There is no reason to believe 
that the next era of prosperity will not equal 
or surpass any that has gone before,” Dean 
Jackson said. He referred to the almost un- 
canny regularity with which former periods of 
prosperity and depression have followed each 
other. He said that the Reconstruction Finance 
Corporation had checked bank failures, had im- 
roved the railroad situation and had stimu- 
ane a spirit of confidence; that improved 
credit conditions were indicated by the rise in 
bond prices; that inventories had reached an 
abnormally low level and must be renewed; 
that commodity prices had risen noticeably, 
and that in certain industries employment and 
production were increasing. 


English Accountancy Examinations 


Following are the results of examinations 
conducted recently by English accountants’ 
societies: 


INSTITUTE OF CHARTERED ACCOUNTANTS IN 
ENGLAND AND WALES 


% of 

Passed Failed Total passes 

Preliminary 107 172 279 38.35 
Intermediate 392 337 729 53.77 
Final 265 275 540 49.07 


SOCIETY OF INCORPORATED ACCOUNTANTS 
AND AUDITORS 


% of 

Passed Failed Total passes 

Final 173 179 352 49.15 
Intermediate 228 256 484 47.10 
Preliminary 86 89 175 49.14 
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Bidding for Professional Engagements 


“Whenever we rush after an engagement, 
based upon competitive bids, it is reasonably 
certain that some of us may be classed as fools 
while others may be classed as charlatans.” 
This statement is made by W. P. Peter in an 
article in The Texas Accountant for August, 
1932. Following are excerpts from his re- 
marks: 


“Bids ranging from $500 to $2,000; $1,000 to 
$10,000; $3,000 to $15,000; or $20,000 to $80,000, 
are all matters of public record within the past 
year. In each instance the public has commented 
upon this wide difference, and is wondering whether 
some of us are not given to short practice. It is 
quite certain that the low bidder will either oper- 
ate at a loss or give the client an inferior service. 
In two instances the low bidders have been frank 
enough to admit that the client will receive what 
he pays for, a practice that is not only reprehensible, 
but one that should incur the righteous indignation 
of all reputable accountants. . 


“None of us ever selects a lawyer or physician on 
the basis of bids, for the simple reason that we 
innately abhor such practice and doubtless would 
not have any faith in the promises that might be 
made to us by such men. We might possibly go to 
a couple of lawyers and ask them to name a fee, 
but it is quite certain we would choose only those 
in whom we had the utmost confidence. . . . 


“While it is true that public officials will tell us 
that they must ask for bids or else lay themselves 
open to serious criticism, it is also true that these 
same gentlemen do not ask attorneys to submit 


William J. Christian, Birmingham, as chair- 
man of a fact-finding committee of the Birm- 
ingham Chamber of Commerce, has recently 
submitted a report recommending merger of 
the government units of Jefferson county and 
the city of Birmingham, Alabama. The ex- 
ecutive committee of the Birmingham chamber 
of commerce will review the committee's esti- 
mates, which inJicate that approximately 
$920,000 could be saved annually by adoption 
of its recommendations. 
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NEWS OF LOCAL SOCIETIES 


Louisiana 
At the annual meeting of the Society of 
Louisiana Certified Public Accountants held on 
August 11th the following officers were elected 
for the ensuing year: Thomas A. Williams, 
president; Louis H. Pilie, vice-president; 
George E. Conroy, treasurer; George A. Tread- 
well, secretary. Archie M. Smith, R. J. LeGar- 
deur and A. A. Wegmann were elected mem- 

bers of the executive board. 


Archie M. Smith, retiring president, pre- 
sented a report on the accomplishments of the 
society during his administration. He stated 
that the executive board had held twenty-three 
meetings. Four open meetings took place dur- 
ing the year to which the public was invited. 
A committee to codperate with the Robert Mor- 
ris Associates was appointed; and a committee 
on state legislation was created, through whose 
efforts an amendment of the building-and-loan- 
association bill recently enacted in Louisiana 
was adopted. The amendment provides that 
all building-and-loan associations with $500,- 
000 capital or more must have their reports 
sworn to by certified public accountants or pub- 
lic accountants. Another committee of the 
society prepared a manual of accounting for 
building-and- loan associations, which was pre- 
pared at the request of the state banking de- 
partment. This manual may be — by the 
state banking department as a standard. 


Maryland 
The opening meeting of the Maryland As- 
sociation of Certified Public Accountants was 
called at 6:30 p.m., September 13th at the 
Emerson hotel. George S. Sloan, vice-president 


of the First National Bank, addressed the 
meeting on “The basis of recovery.” Mr. 


Sloan is a member of the Robert Morris Asso- 
Ciates. 


Tennessee 


The annual meeting of the Tennessee Society 
of Certified Public Accountants was held at the 
Read house, Chattanooga, August 26th and 
27th. The following officers were elected for 
the ensuing year: Harry M. Jay, president; 
J. A. Grannis, vice-president; Hilary H. Os- 
born, secretary; E. R. Thompson, treasurer. 

M. O. Carter of Memphis presented a paper 
on ‘Qualifications of members.” V. K. Bow- 
man, assistant cashier of the Federal Reserve 
Bank of Atlanta, delivered an address on 
“What a banker expects to find in an auditor's 
statement.” 

West Virginia 

The West Virginia Society of Certified Pub- 
lic Accountants held its annual meeting at the 
Morgan hotel, Morgantown, West Virginia, on 
August 18th. The following officers were 
elected for the ensuing year: Edgar R. Will- 
iams, president; J. L. Jennings, first eo 
dent; Louis F. Tanner, second vice-president. 

Enoch Howard Vickers, professor of eco- 
nomics at the West Virginia University ad- 
dressed the meeting on “Accounting, econom- 
ics and their relativity.’ John R. Turner, 
president of West Virginia University con- 
ducted a round-table discussion at luncheon. 

The society passed a resolution requesting 
the governor of West Virginia to appoint a 
committee to draft new banking laws. The 
meeting approved the enforcement of the law 
governing the practice of certified public ac- 
countants in the state of West Virginia. 

The 1933 annual meeting of the society will 
be held at Bluefield on August 17th. 


Andrew H. Blass announces the removal of 
his offices to suites 1a and 1b, Club floor, Will- 
iam Penn hotel, Pittsburgh. 


Announcement has been made by J. W. 
Bourne of the opening of an office in the Mills 
building, San Francisco. 


Wilfred N. Howard of Los Angeles, an- 
nounces the opening of an office as a consult- 
ing accountant in the Title Guarantee build- 
ing, 411 West Fifth street. 
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Harry B. Mills announces that henceforth 
he will practise under his own name at 3902 
West Sixth street and at 411 West Fifth street, 
Los Angeles. 


Announcement has been made of the re- 
moval of the offices of Muehle, Boyd & Mc- 
Clain from 1110-1113 Capitol Theatre build- 
ing to 516-518 Capitol Theatre building. 


L. S. Reeve announces the opening of an 
office at 200 Bush street, San Francisco. 


